By JOHN C. HINRICHS and ANTHONY D. ECKMAN

Constant-Dollar Manufacturing Inventories

IN the comprehansive revision of the
national income and product ascounts
{NIPA’s) published in December 1980,
major Improvements were made in the
methodology for estimating nenfarm
inventories.! This article presents quar-
terly estimates for 19529-81 of constant-
dollar manufacturing inventories by
stage of fabrication. which were made
poasible by the improved methodology,
and deseribes the new methodolagy for
manufactnring industries Churt 1
shows constant-dellar total manufactur-
ing ihventories and inventeries by the
three stages of fabrication—materisls
snd supplies, work-in-process, and fin-
ished goods. Table 1 shows the con-
stont-dollar estimates for selected in-
dustries by stage of fabrication.

An understanding of inventory be-
havrior ie, of conrse, essantial to the on-
derstanding of businese eyeles. Mann-
facturing inventories are the Iargest
ecategory of inventories—aceounting for
more than 20 percent of ths total. Stage-
of-fabrication estimates that are in-
tegrated dafinitionally and statistically
with the NIFA estimates can ba ex-
pected to deepen understanding of this
larpe category of inventories and thas
of the business cyole.

Tha new stage-nf-fabriestion esti-
motes will appear in the Surver op
Correary Bustwess each February, May,
August, and November as part of
the presentation of *“Quarterly and
Monthly Constant-Dollar Manufaetur-

1. Thepe Jmpraversents ars cummaritged n “No-
tigngl Iecome and Product décoonte of the Unlbed
Btatea: An Totroduction to the [Eevised Estlmares
for 192080 SooTEY o CORRNNY Hos1NERs £0
. [Decombar 1950) ; 9=10.

Nore—Teresa L. Weadock and Johp Mon
provided aegistewss in the prepavation of the
estima ted rontgiced in this aribefe.
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ing and Trade Inventories and Sales™
{Monthly estimates of constant-dollar
manufactoring and trade inventories
and sales also appenr in the S-pawes of
the Svnvey.} Inventory estimates thei
include manufacturing but without
sloga-of-fabrication breakdowns appesr
in the MNational Income snd Product
Aceonnts Tnbles, tables 5.2 and 5.9
{change in business inventories) and
5.10, 511, and T.21 (stoeks).

Methodology for Constani-Dollar
Maoufsciuring Inventorics

Business inventories are goods await-

ing or undergoing processing, or on
hand for sale, The stock is nsnally meas-
nred as of the end of 4 period, and may
be valued in severa) ways The congtant-
doliar stosie can be viewed &3 the phys-
ical steck of inventories valued in
prices of a base year (al present, 1972).
Becanze information sbout inventories
comes from the accounting records of
business, which do not include recorda
of physical stocks, an indirect estimat-
ing procedure must be ussd to obtain
constant-deliar stocks. This procedurs
convertz the value of inventories re-
poxted by busigess, referred to as book
value, {0 base-yvear prices. The proce-
dure hos four steps:

{1} Separetion of Iast-in, first-out
(LIFQ) and non-LIFQ  bhook
values,

{2) Construction of current-period in-
ventory acquizition et indexes,

(3} Construction of inventory cost in-

- dexzes,

(4} Deflation of non-LIFQ and LIFO
book values,

Tn what follows, the book value data
will e described and each of the fonr

steps expluined.

Book velve daia

Data on the book value of inventories,
total and by stage of fabrication, ave
from the Census Bureaw. Yoarend book
values ares from €he quinguennind Census
of Monufactures and the dnnual Sur-
vey of Menufactures (ASH). End-of-
morth bookr valnes are from Manufoe-
Furery’ Shipments, Inventories, and D
ders (Series M3-1.10}.

The ability cof firms to report bock
valnes by stage of fabrication reflects
the fact that they maintain three sepa-
rats inventory sesounts. Bebween the
time they purchase goods snd the
time thair processing of them begins,
the goods are held in 4 matarials and
supplies {hereafter, maiorials) inven-
tory sccount. Between the time process—
ing begine and the ¢time it ends, the
gonds are held in a work-in-process ae-
count. Befween the time processing is

" completed and the goods are sold, poods

are held in a finished goods aceount.

Step One: Separation of LIFO ond
nondLIFO book values

Under generally sceepted sccounting
principles, firms may use any one of
several different inventory walaation
methods, which ars based largely on dif-
ferent assumptions about the sequence
in which poods are used up, i.e., with-
draon  from inventories, or, conee-
quently, aboat. which goods remain in
the inventory stock. Book values are
separated by BEA into two groups,
LIFO and all other, beanuse different
methods of converting book values to
constant dollars muet be wsed. (At the
end of 3980, approximately 25 percent
of manufacturing book values were
based on the LIFO method.)

Tha LIFO mathod i= based on the as-
sumption that goods acquired moest ve-
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cently are wsed up first, Accordingly,
the largest portion of a frm's LIFO
hook-value stock is its *base” stock, ie.
the value of its inventories at the ¢ime
it was sterted or adopted LIFQ. A
firm’s basze stock remains intact as long
1s inventories sre not drawn down be-
low that level. A firm's addition io bools
value in an accounting peried is the
excess 0f s purchases aver its with-
drawsls, Berause the LIFO hook-value
stocks nre comprised of base stocks and
subseguent additions, or layers, it is
necessary to consirect deflators for each
layer of the LIFO stock, starting with
the base stock., The procedure will be
described in step two.

FEon-LIF(Q methods are generally
based on the assumption that all gpoeds
in inventory are tuzned over or replaced,
ie., that there is ne base stock. Non-
IIFO book-value stocks reflect only re-
cent acquisition costs, so that it is feasi-
ble to consiruct deflators for the non-
LIFOQ stocks, This procadure will ha
deseribed in step three,

Yearend data on the extent of the use
of the different inventory valustion
methods, from the A58 and the De-
cember M3 survays, provide the infor-
mation for separeting inventories into
LIFQ and non-LIFO. These surveys do
not provide LIF(Q percentages for each
stage of fabrication. BEA assames that
the LIT'( method is used to & larger ex-
tent in the valuntion of materials inven-
tories than in the valnation of work-in-
" pracess and finished goods inventories.
This assumption is made because the
- more homogeneous nature of materials
makes it easier for frms to usa LIFQ.

- Step Two: Construction of current
period dnventory acquisitlon cost
indexos

In order to eonstruct indexes needed
to deflate non-LIFO book-waiue stocks,
information is needsd sbout: (a) the
" composition of the goods held in inven-
tory; (b) prices of the goods held in in-
ventory; and (c) the age composition of
“the moods held in inventory. This sse-

tion deseribes the construction of aur-
rent-period inventory aequisition eost
" indexes {C.,), which combine the infor-
mation on inventory composition and
_prices -
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To estimale constzni-dollar inven-
tories, it is mecessary {o replicate the
cost structure of each of the three kinds
of inventory accounts, Closts included in
inventory accounts can be classified into
one of three types: materials, labor, and
overhead. Overhead costs include pur-
chases such as workery’ clothing, lebri-
cating vils, smial! hand toels, employee
compensation paid to supervisors and
other nonproduction personnel working
at the plant, depreciation charges, prop-
erty taxes; utilities, insarance, rent, and
repair and maintenance services, Nen-
production costs, such as selling ex-
penses and central office salaries; are
treated as expenses of the period in
which they nve incurred and are not in-
cluded in inventories.

Components of the Producer Price
Index {FPI) of the Boreaw of Labor
Statistica are appropriate for the ma-
terials compenant of inventories, How-
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ever, fot work-in-process inventories,
PPT coverage is limited to a few over-
head items; for finished goods inven-
tories, PPI’s are inappropriate hecause
the PPIs for finished goods include
profits and some costs that are noé in-
cluded in the inventory accounts. Ac-
cordingly, BEA uses indaxes from the
PPI for deflating materials inventories
but uses a different approach for work-
in-process end finished goods inven-
tories. In this approach, described be-
low, BEA estimates labor and overhead
indazes and combines these indexzes
with the indeses for meterials to esli-
mate the indezes for work-an-process
end finizshed goods inventories.

There is no survey information on
the composition of goods in invenbories.
BEA assumes chat the composition is
the same as that of purchases of goodls
and services, Relative proportions with-

[Tt continued o poge’23)
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Constant Dollars, Seasonally Adjuvated, End of Period
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N o Gwsenn o goone RN OMARGHN X RERESR  § B ARA%ER B SSYSII L % $%3530 3 uEnaEe
™ m 5JJ11J bl J???ﬁf . N SRODNLE B ﬁiﬂJJﬁ [ ] E?lJSB (L] TIJJJS - J TR OO e
m § Sonse m ﬁﬂmilm ¥ o weicdsicid o sAdd wd ﬂ M 1&&Im1 - L u £ sink-teded - i wlel e
BT T St Ll W N GEVINLY W oS D W O EEmMEE o RS e - W N B DR
m m ntﬂlhm ﬂ EZE&LE A X deddda o w-ed u g rird-ar o L | M B ool el o U ol W
() - L L L -k e ] oW onRRan b it W A e BES JJJJJ! L Ii'ﬂJ! B HSeaen
m L Sddodd B eeiuei=e g R wosicicie L L B % ﬂ el el ﬂ E il ﬂ g i
o wm esdetes | .ﬂ?-b.l..ﬂ.-n_ = M S eI W DLW R W MeEceSt- T g M = QAaBleta o FRESE
£ 4 Sogaidg F sodddy F K Ardeicid o dSd B oM meedsd o "7 w B oo cicdrcicd o wosicied
-
| om Db 4 b O RN o S e B M Ny B WS S B M SeDamcter B e ey
m § SAHags ﬂ o ol i Al " M Fivicialried # weis " ‘e E E woigwpbed 1§ " 0"t L] & M welaeleas m wl o
0 W PeADE M b ARADET AR M oM B wFcheiw A GeWO IR b Bl M BSOS M obr wpeiDrio G0
T g ceeididdd o srfdelaf H OB cisdsios o deded ' 'u A o sedees 5 ot o M oS W o rieed

~ |“ = AN Fo a0 = W EMARRE T St @ o= HORENE @ 2D ee ] ﬁ WHOrGET = LS
3 O S g weldeloig of o Heeico C TR ¥ Hebend o L o W oocaeee W eeicied
= oM e mln N e oesim B B Y8000 K SEThatGE BN CSEeIri et o A B P - o M W T L
m o adeesE W ool £ = Wi Hodemm o ﬂ meledated of ' n m ededof Smcd M + "= e
-k OOROmA B MR MR mRSoeie B SRt B BEYNE ) EEeTE e W W MMM M AT,
B M wedede o sl £ B deididee B W4l s B of codddus o o g 2 vieddssSel o o e o
e et e TR N AT R TERRAMRM 1 SRR o Do W O e L - T T ] L
ﬂ F+ lﬂﬂ&ﬂl ﬂ ol ol i M B oieiinin Hopss T e ) ﬂ ddvimcol o o ﬂ o sonde x o e e

- A P PHTEEe B e e B o RAEBESD M Sdifapeses W A RR=ENT A WD o Wy RO UIET
ﬁ H el L - ﬂ i d it ﬂ E wndsSdE o o ﬁ & widdwiciged o 'Y gy M = deimeldnd H - el
- Prg b o e A M A wHALLST M ‘3!515 M W Wit Op g oElptads o M b - ﬂﬁ!ﬁﬂﬂ
- u drgdga K el £ dededed 8 odlis e m o cloivdeise o - L B 3 vidd=rs o d e
5w HHESD0 S sl "o ADEwEs W SHTC e W o WO N W e R e Lt R e Lt ]
g E #rgddd § asivniag E o wdddcod o den w9 W om Hoedon o 77T o f X ddeemd o e e
L WHEHT L - il bl 1] P B Rt e S e 48 B femosd A ¥ o hwo@mSm e oohown
B oA dogdciol f odwi=d 4 meitissd o omen e B OH e = T el i oH dedcde A e
L Bt o bbbt s e i e At A LY T - W Rt By S ¥ h OETESAD  eofthbaw
n & o o ﬂ sl Sl 5 W oohmicieinid B dee T S K K deivdge o " - g oA olrdeme 8 Wl e
L] Eobralagim 8 RN E Y RE B o FCYSEDn N B - BN M et A 8 oo 8 gt
F oy sdeicdd # wolvel-dy  p oo deidldele W oded W e A o S g eleedeed 6 el
LR TR T Y Mmoo v =S B W B e e AR R £ M @mEfen B meess
€ § UdEssd g ddeddg g o deldindd o ded W 8 dtidadd = e g d dowdce d o el
B A BOReaE B owdaom e W w meaRE M Ry M v @R ew g et = M eEameE N REeSEm
E § doddea 1 E L ﬂ o lededceind o ofeiel " ﬂ w w4 7T ~ ¥ u e ] u - ‘piel "

m R ONARRG OSSR ™ M Ahhigm A e o W DUmn oa gmahai m % heanSs = oot
£ ¢ wdddda g devddg g o8 celdrdd H cime M g o sleimouAn @ e W o NSeida W e e
+ N WHERDEE B M S T S wmmnkeal M S - W AEEPaEA e PRt 4 M RGO ﬁTﬂIJi
m ny deddde [ &zL&Lm & i jlile E il " "ad H m el plaged o ' 't - ] m timpimlnle o 4 ol T




Noramber 1951

SURVEY OF CURRENT BUSINESS

Table L=Manufacturing Inventories in Constant

11.iq._-1ﬂ
o |3 % 552537 4 49a%98  § g SSONA0 § AU § g weand 8 ATy g Sasmes g Shen
n |23 aom g seenar g g eoueed 3 WRID g p oouen © eemm § g oMensd § oS
T T e R e I Y
C 3T iaa § Getacn § § SAGAIY 3 AmeS g g Se%NEN 5 TETR § 3 Saend g o
. | 5 ¢ S5icHa 7 592343 3 § Shendd § MU g g SO%%gn % RN 3 3 A § maaih
o | 3% Saan ¢ 599303 3§ %9093 § SID g g TS & TR 5 g SAtmeS 3 o
137 B33550 4 oaony 3§ oeead @ EMUS 5 g SANIE 3 TRTW U 5 ssadm § S
N R e e B N e e
N R s s R R
© | B ¥ Soage: § Go%nng g g 29903 3 ATATNE § § GA%agm b TR g § Aduand g omnms
T R e N e I e
| % 7 DI%E g owonag 3 O oThen § ATWUS  §§ oneme 8 TRYR 3§ Sasad e
IR T
o | 27 353000 g casand  § g o9ausa § 9T § g Saouam 3 TR g § fdsans § S
o | 7 ¢ 595023 § SWESE  § o S04n%% § GEATUS  § g SA03m § TTMNg 3 g saaads g swas
N s s 38 Soeand A3 0 SR g g oausads § o

Nomddrae gendy.... o e

i

Food ayd ki
¥ L]
[n)

Mstorinls snd suppling imventoriee

Blimnofe

Dhrabl godil. . o oo

SUipriEnL

thon
Orther dorabla posds 1
Nondorablopomds __________________.

I

pradusts
Plniahrd pokd i b rirarkorkod

Ruabbtar and plesth.
Other nnndnuhlngmu

. tlaatriaal
"""m;':ﬁﬁg :
ML

Pounbbe gaoidd ..o _____.
metald.
matah
Ckbar du
Mewdarsble geedi

Fabricsted
Electrical

mw -
m -
B4E382

O aplo

a0

L]

18

iy

H ORERERE B

% 5 ReE2d0

YRRREE

Ben fostnntes at and of tehle

ET-

Yy, g,



21

SURVEY OF CURRENT BUSINESS

1981

W

Dollars, Scasooully Adjusted, End of Perlpd—Contioued

F mewme S OnHsws 2 b SOREGHE X ARRURR 0 5 8 3N8% $ v 4$REET 2 28%3%8
| 3
M R EA DA R S B " b RS e = o B ey LB R T T M S e el bR
m g megeliu o melmieelu g w <ldrad ol el ﬂ h Lt g gy wieldadad g S-vieia
ol -_.-_. [k b 1] - L L] .n" Tl e Jlln.u'opd Lo IR -5 -] LT - " ‘.51Ji Al ‘BI?J_D
m m o) nn%mmn ﬂ&&&&m m 3 vl ofl if e wfluh ol *edps m ﬂ okl ol ﬂ ﬂ el ol oA g ﬂ o ] ey b
- P rEErRRE W SOl Ch et W i O eh A [ -1 T F B e WA B N RSP e b
m ¥ moguew u mences o X ddudcive weind e ﬂ M L B ﬂ ﬂ o ag med w B ESeSs
L S LY ] LI o Ll I el Ao o s Y | oM SraNDEs W orm poigedn W MR R
2 oM domdaly g el g g S wheded 2o o g Veuidd 2 o #eddddd o et
W e o oo o B [ 2 P el S Lo It L 111 1o | Lo -1 L E T ] U OB MOWOTE v Sdf@iwn
o= wdgoes hedet et bl = i SAdeied wuied "epl 5 e a8 oy welddsd f SidE
b= W DAMIWAED b DSy W b= Mot (=1 1T T -1 T T B o wESoawE w wRoQEs
W micipi=eie W Srdodeiee ¥ o S Heded “a1e2 ﬂ % L T m m wicl el A m S i o o
-

m = ¥ EErNCe - S - WO OmmEoen W R e L T T T Y o SRR W sha e
A | g % ddi=sd=s § deeeneg § g Adddvivd o ddd g d o deddes § p wendAd W e
= = AEmenRT 8 Qe - F NOME Ol SR - B o s oiS W g B ERAD e AR
§ Z DSgssy o Sddded g M Addde o deld TS 2 F ecwdd 8 g seldeddd o ddddas

- oM ODauiea - = o el R = e B O N e w e AT -
B g Hogmas o geelcedie o o deurkids rieded “ 43 o o Adadeg g § woiveids e aed
B o O 8 M- T b Wity b S e oM W L L B Gy w7 oo ek

¥ dohnEs f S« ¥ g CSedndd o HeW "Hd o W FHEERS of § oo deied i i g e o
- o RS-y o O e - s bl NS gl S WG el PO L I e LT ] oWk beph D ol

m 5 Sropnne o siddcdds # ff Sl 2 Sl T i o ~eduisig & E i wescidg whdehad A

w o rade—n £ anEn Te M EHSSmRt B e @ - M EKEAMNE w W mEDSEN @ b

§ o SSddds ¥ Sesedz  § ¢ G2Gdus m @GR TRe f £ dRchmes & § F cdeiided £ dhdesa

n R ENEANS A =BDEMs = M BeESti B AR ™ oah SIS A W B AT kAR A

m ¥ Coimpicid o geaciny g Fdddedd 2 dold "eipt ﬂ & wegdos o m a7 trbdndsd W ddddA S

e .m. ¥ Seigeide o S2ededd & g ool 2 deld et g g orsSddd o ¥ g colde-id g wewddd
- W EMEmAGIRT e hE O TR SHDEE W DM Py w m MOfmm LA L R I ]
# 3 doginide o gucndy g g Fvddnd § Wkl he 6§ ddevgs o P e e i e e
ey DoAY BB o el Bapw s B AR A - w {oomGEs WM eRACrel W DM
X o Soaded ¢ gecdy § g vluddedd & dod o o W deddagd o g el o S
o WS K OO R T W MRty [ Q[ [ b g [ -1 T T = A RYOIRS H ot
B om Suuddd § fecdad  f f dsdvs @ w900 kg @ f medags W g £ vend-a K oAdaeef
o ROHES W Heewme 0 om SIS EOE W OO 4 =B Snhdow o = 3 SwdddS e ol A
£ f SEddd o akrcold o 3 vddad J dAd Gl § F rmddgd o B # wmddiod g <ondide
- o BAEa- - bt o DA G g oG EmaEEe o =2 lEﬂﬂﬂ# - IEJHIE
E F dtgdudd o cevdds oy e 2 e T £ g wesdad o 5§ f Heedsd 2 dddldd
W W RGARS W Seebebeb @ N SAaCGeD W RS e O ™ ReDdme B = HTARRD S
m ¢ Sarigei o deiicd f § e o oddd " e £ f sSerdsd F oo sdeldeddd i ndsesY
W T wwHOOE B S o o oY e oAb B o mEROE m S w0 EWEEER o Ry e B
E ¢ Sddgdsl g Seecdedy of o Addeldd o MSd T g £ dhrddd g & meldeldd W domadd
M URMSSSark B W esdee e W el W e D Nt @Ry B oM neRrEs v o
=S o Seidges g deciicig B oo e o el e E A sedvad o § K vdelecdd g QAv=ed
Mo MemAmet- W Eo e R T Ry —— W W hprewoma & " O WMARRSS w SASawy
g pf codeisd o oo @ = Flecidw W i " T e E T B o #eideidd o S
o Ml it - - Pi]?Si o W e o B cheubaty o R WG v b el e
B o dedesd g gy # i HedIda F odAd i oo sddvea o B F 4dduds o dedl-e




Movemhbar 1881

SURVEY OF CURRENT BUSINESS
Table IL—Manofacturing Inventoriet in Constant Dollars, Seasonally Adjusted, End of Feciod—Continued
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(Fexr osndiaued frou paga 17}

in each industry are derived f{rom the
latest BEA Tnput-Output (I-0) tables,
and are used fo combine wppropriste
price indexes to obtain the C; indexes

Monthly book value data by stage of
fabrication are avafable cnly for major
industry groups {2-digit Standard In-
dustrial Classification level), However,
the O, indexes nre estimaied at a finer
tavel of detail (subindustries} within
many of these major groups, ond then
waighted together. Homogeneity with
respect 1o age composition and LIFO
percentages 1s the criterion for selecting
subindustries. Use of this crikerion
yields ' sulindusiries within the 20
AT Eronps.

In the construction of C, indexes for
labor and overhend, BEA uses varions
indezes from the Consumer Price Index
and PPI, and wait labor cost indexes
Identicsl indexes are constructed for
each subinduséry within a major group,
betause information to caleculate differ-
st unit labor cost indexes {labor is
about 80 pereent of the combined lahor
and overhead input) is not available for
the subindustries. The identical labor
and grerhead Indexes are combined inte
& compogtte indes udsing weights from
the T-(} table, and this compeszite index,
in turn, is combined with makerials
indexes at the mbindustry level, The
Intter combingtion 12 done at the sub-
indnstry level so thet different nge com-
positions ean be taken into ncconnt in
the estimation of ihventory cost indezes
{deseribed in step three).

The combination of Jabor snd over-
head C, indeses angd msterinls O, in-
deses with weights based on the I-O
tuble yisids indexes applicable to fin-
ished goods inventories. For work-in-
process inventories, it is assnmed that
ninterials ave brought in relatively enrly
in the praduction process and labor and
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overhead are added evenly. Thisz as-
sumption is made to reflect the fact that
materigls make up & higher proportion
of work-in-process inventories than of
finished goods inventories.

For each stage of fabrication, non-
LIFQ inventory weights derived from
the 453 nt the ¢digit mdostry level
are used to combine subindustry €, in-
dexea to major group levels. Theee ma-
jor group indezes are uged in the defla-
tion of changes in LIFO book values,
which is described in step four.

Step Three: Consiructlor of IRvens
lory cosd indexes

In order to construet inventory oost
indexes () to deflate non-LIFO book
values, information on the age eomposi-
tion of the book value is required ta
weight over time the C. subindustry
materials, labor, and overhead indexes,
To estimats the age composition, ages of
goode held in inventory sre first mess-
ured by the ratio of inventories to eost
of goods sold. The latter is value of
shipments less profits snd nonprodue-
tion costs, and is estimated by adjusting
shipments dats from the 4S54 by ratios
of the cost of gonds =old to shipments,
derived from the I-0 takble. The ratios
of inventcries to cost of goods sold ara
adjusted to eliminate the impact on
boak values that is due to tha use of
different inventory valnation methods.
A separate age composition iz deval-
oped for inventories valusd by each of
four groups of the prineipal non-LIFQ
methods: {a) first-in, Argt-out (FIFO}
and actual cost: (b) averape cost; (o)
markst and renlnx.'ement cost; and (d)
standerd cost. For the frst Ewo Zroups,
the age composition depends on the
ratio of inventories to cost of goods zold,
but not for the last twe, Fer example,
BEA ssswmes thot the use of the FIFQO
method results in an average age the
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sarme as thet indicated by the rotic; the
inarket cost method resulis in the velu-
ation of inventories al end-of-period
prices, so that the age composition does
not: depend on the ratio. The age com-
pesitions are then weighted together to
constract a G index for ecach sibindua-
try. The welghts are current-period
valuation methods percentages from the
ASH.

Now-LIF(Q inventory weights from
the ASM ave used to combine the sub-
industry C indezes to obtain the major
groep indaxes by sfage of fabrica-
tion,

Seep Four: Deflation of noen-LIFO
and LIFO book velues

For non-LIFQ inventories, constant-
doilar estimates are derived by deflat-
ing beok walves by O indexes at the
major group Javel by stage of fabrica-
tion. For LIFD inventories, current-
period changss in book values are de-
Hated by the C, indexes® The deflated

ate then cumulated from the
constant-dellar base-stock estimate to
obiain ths tonstant-doller inventory
stock., The base-stoclr estimate iz the
December 1939 LIFD book veine de-
flated by the C index for thet month.
The year 1939 is nged becanse the LIFO
method was fivst permitted for general
use by ths Internal Revenus Service in
that year.

Estimates of tota] constant-dollar in-
ventories at the major group level by
stage of fabrication are the sum of the
non-LIF(based and LIFOD-based
eatimates,

2. When thwre Iz 2 Fear-overcrear decrenas In
LEF3 bogk wnlusy, this procedure 1e modifad, be
crkigs such n derTeage Tepresapty o dectonss In
vhrelenl volums valued in prlov-pericd pricss. To
settmete the change in curcent-periad prices. the
detcanke b ponterted by A rate of ewerend-peciod
priceq to the [rices of the metiod{z)} in which the
withdrawn gooda were neqeired. Tho cirrent-pariod

change is then définted tn the same manmer n%5 10s
ventorr addittone.
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